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“@>. SUMWAKY: CurIiG A LUPCHEON HOSTED RY LIt BRIDGES
FOK PART OF THE U,5. DELEGATION (U/8 gucKLEY, U/8 IXKLE,

T U/S CLHER, A/S LELALL, i BAILEY, nas CE4YSYK) THERE

« @AS A FRANK DISCUSSION O THFEE GENERAL ISSUES:

=4y EVALUATION OF GERMAN Al FRENCH THTERTIONS O+

. RESTRICTING CREUITS, 2) RESTRICTION UF CREDITS

@70 THE US3F AxD 3) DIFFERESNTIATION RETHEEN THE Li88R AND

. TOTHER EURUGPEAN CUUNTRIES. LOKRD BITNBES AND 8045 OF HIS

~  COLLEAGUES PROVIDED AR INVALUABLE proLiTICAL EVALUATION

., @OF FRANCE anD GERWMANY. THEY COVMMEnMTEL THAT THE FRENCH

EWEOVERNMENT 1§ RakD TO PrREDICT SUT maY G0 ALDHG wITH SOME

. RESTRICTIUNS BUT THAT THE GERMANS gpiln PROBABLY RESIST.

“"THEY ALSC POINTED GUT TrAT RESTRICTING CREDITS TU THE

WSOVIETS SHCULD BE WEIGHED AGAI»ST gpILLnVER EFFECTS ON

BRIUGES PUINTEL CUT THAT CREDIT FET-ICTIONS wWoULD wOT
“ @IHE ALLIARCE MUST HUT ASSIST THE Snviels I THAT
5 BUILDUP AnL COULD HLT SURVIVE ALOTHER TER TO

% TWERTY YEARS F THE PACE CONTIMUES,. _THE BRITISH
_@FELT THAT CURRENT HARKET ATD PCLITTrAL FORCES AKRE
@ CCELDY DRYING UP CREDITS TQ EAST FUROPE BUT THEY
, WILL EXA#INE TAKING SOHE aCTION IN FOoJUNCTION
C@NITH THE UlS. END SUNAKY,

* 3, LORD BRIDGES, DEPUTY UNDERSECRFTARY, FCO HO3JTED

“'.A LUNCH QO “MARCH 17, 1982 AT THE CarbToi GARDELS

2 ®e0RrR PART UF THE U.S. DELEGATICKH. U8 ATTENDEES MERE

“ U/5 BUCKLEY, U/35 IKLE, U/S OLMEFR, a8 LELAMU UH,

‘]'NORMAm adILEY (8C), AL DAS CENYSYK, RRITISH LTTENDEES

NERE JUE CaREY (U/S Fig™ e TREASUKY), oo TFR COURLEY

(U/S, DEPARTMENT OF TRADED, DOALD_TFORD (U/8,

+ @ XPORT CRECITS wiil GUARANTEE DEPARTHENT)., VIGEL

S URRUONMFIELD, (HEAU CF DEPARTHERT = FasT EUJRUPE 4D USSR),

o ke Fo Te SMITm (uhAnk GF ENGLAND), anD LUKRD BRIDGES,

"q.THE LUNCHEON STaRTED wITF COMVEKSATTOw RETWEEN ADJACENT
LUNCHEON PaRTRERS BuT AFTER & SHORT whILE LIAD SRIDGES

iz

STOFPED THE SOCIAL CONVERSATIONS Ann, T° ESSENCE,
ONVENED A MEETING OVER LUnCH, FrRov THAT POTOT Jwy
THE DISCUSSION wAS STRUCTURED,

Se

~&'. SECRET

% EASTERN EUROPE TRAT COULD FURCE THEw CLOSER TO THE SOVIETS,
L @CREDIT RESTRICTION COULD ALSO AFFECT COLLTRIES LIKE MEXICO.

~ UETER SOVIETS FROW MILITARY BUILDuUP “UT U753 IKLE SAID THAT
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@l THE LURCHED:: PROVIDED Ak EXCELI FuT NPPORTUNITY
s FOR CANDIU AND FraliK DISCUSSION i |EVERAL ISSUES,
£ ALTHOUGH THE COSVERSATION DRIFTED g?quAQEA TN AREA,
«@THREE GENERAL ISSUES WERE ADDRESSEg, THEY WERE: 1)
N EVALUATION OF FRENCH AND GERMAN INTENTIONS ON
o7 RESTRICTING CREDITS, 2) A GENERAL pISCusSSION OW RESTRICTING
‘|.CREDITS TO THE USSR, AND 3) CONDUCTING A POLICY OF
“ DIFFERENTIATION BETWEEN THE USSR Anp OTHER COUNTRIES IN
EASTERN EUROPE. LUE TO THE STRUCTURED ~ATURE OF THE

UNCHEON CORVERSATION AMD THE ComvenTS IT WAS FELT THAT
THE SRITISH ~anTED TO GET A SEWSE (F HHAT THE AYERICANS
WERE "REALLY" AFTER AnD TO OFFER 3nvE aDVICE.

. BKRIDGES STAKTED THE DISCUSSIU: pY aAskING CORLEY TO
, EVALUATE FRENCH INTENTIONS ON RESTRICTING CREDITS
TC THE U8Sk. CORLEY SAID THAT IT wasd DIFFICULT TU
3,‘,;.F'R.EDICT THE MITTERAND GUVERNMEXT, a(T I7 »AS CLEARLY
WL IFFERENT FROM THE PREVIOUS OME I 178 ATTITULE
“ TOWARD EAST=wEST RELATIONS ArD TRADF. OFE IsDICATION
“@1is FRANCE'S COWCUKREWCE TO EC 1VPORT RESTRICTIONS
. OF SUME USSR PRuDUCTS IN RESPOISE Tn THF POLISH
% gITUATIUN, CORLEY 5AID THAT EVED THIS MODEST RESPCOWSE
3&"L*JOUL.D HUT HAVE 3FEM POSSIBLE UsbER THE DREVINJS

=W ADMINISTRATIUN, BRIDGES COULL NoT rsuLsTE THE REASONS
. FOR THIS NEa ATTITUDRE SPECIFICALLY, BuT THUUGHT IT
@ l2G PART GF THE ATTE@PT TG SHOW TeaT FREICE HAD A RENEWED

@1 TEREST Id THE ALLIARCE, AnU DISARy THE 54ULLISTS! 7
Y CRITICISH® THAT THE CONMUNIST MINISTERS wILL AFFECT MITTERAND'
“ STANCE VIS=A=VI3 MOSCUw, BRIDGES eI TEu UUT THAT

Wy TTERAND 443 SUCCESSFULLY UISRLEING THE FRESCh COMMUNISTS

AND UNDERMINInG THEIR ROLITICAL CBAsF, THE ~ECENT
'.(ANTDNAL ELECTICHS PROVED THAT MITTFRANL'S STRATEGY $%3%

1

26

i

1

46

*  EXLIS

W*.SUCCESSFUL. BROGMFIELL AMD CORLEY wEnTTIOMED THAT THE

_ FREMWCh wILL PRUBABLY BE FORTHCG™Iwe On THE CREDIT

L 1gSUE BUT DID ~OT VEMTURE A GUESS 28 To "HOw FARLY
THEIR ECUNONMIC SITUATION "PREVENTEp® THE! FRUZ GOING
VERY FAR. LEL&rD ASKED IF THE ERITISA HAQ A copy

. @OF THC ERENCH/SUVIET AMD THE FREVCH/GDR TRAUE PROTCCOULS.

- EWYFORG SAID TEAT THEY CID AnD wOULn TRY TU PROVIDE A

L d
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“@COPY, CORLEY 20DED THAT A COUPLE pF YEARS A4GU THE EAST
WGERNMANS ASKED TmE BRITISH TC SIGn & TRALE PROTOCOL THAT
% CUARASTEEL CREDITS FUR PRUJECTS COVFREDL BY THE AGREEMENT,
L @THE BRITISK KEFUSED. DURING THE wgFK OF VARCH 15, 1982,
2 W lE EAST GERMENS AGAIN BROUGHT UP TpE ISSUE UF A TRADE

., PRCTOCOL (CISCUSSICHS FELU In LEIP7TR) AUT I:SISSED
“@THAT THEY UID NoT HEED & CREDIT GUapl.TEE. THH . GERMANS
L USAID THAT THEY COULD KAISE FUNDS EasILy. CUSLEY

L COWMERTEC THAT THIS PROVED TraT THE _E48T GERMANS

, @WERE #ORRIED A3GUT THEIR CREDIT RATT 6.

v CONCLUDING TrE DISCUSSION ABOUT princh ATTITULES,

B A RRIDGES KEITERATED THAT THE FREICh wCULD PROBABLY GO

L UALONG wITH SOME VERSION OF CREDIT RFSTRICTIUNS TF THE

. U.S. SHOAED IT wAS SERILUS AND E.GerED THE FRELCH

L@TC MELP EVCLVE & WORKABLE SCHEME,

2. AS TO THE GERMANS, CORLEY COMPRRED THEM TO

. PROMETHEUS BOUND TG A STONE WITH BIRDS PECKING

¥ AT THEIR ENTRAILS AND CLAIMING THEY COULD DO WOTHING.

, PBRIUGES ATTRIBUTED THIS ATTITUDE Tn SEVFRAL DEVELOPMENTS.
* THEY ARE:

jﬁ.A) BRIDGES DID NOT THINK THAT THE gEHMi‘DT GOVERNMENT !
_ WOULD REMAIN IN POKER BEYOND THE Enp OF 1982, SCHYIDTS!
“ @RECENT ANNCUSCEVENT TO SEEK REELECTTON 10 1934 CUNFIRNS
_PTHIS,

«@B) THE FRG HAS A SPECIAL RELATICNSHIP WITH THE GODR.

< WALTHCUGH TREY #wERE OE CF ThE LAST .70 EMBRACE DETENTE,
. VHEY TOUK OVER THE LEADERSHIP FRrIv Tre FRENLH PARTIALLY
“@TC INCREASE TIES WITH THE GLR. INTTIALLY, TRE FrRG

. ATTENMPTED TO WORFMALIZE RELATIONS wrTH The GDR DIRECTLY,
4 BUT COULDY'T. AFTER GUING THRUUGH wuSCOwd, TIES 9ITH

L @EAST GERMANY INCREASED, GUOD KELATIUCS ARE PULITICALLY
W IMPCRTANT [+ Toe FRG SInCE SEVERAL yILLIJW GERMANS ON
BOTH SIDES OF TwE .aLL ARE AFFECTED.

. C) SEVERAL INDUSTRIES (STEEL) IN THE FRG ARE HIGHLY
DEPENDENT ON THF GDR., CURLEY POINTFRL OUTs HOHEVER,
_@THAT THE GUr I§ ALGHLY GEPEMDENT On THE FRG 0
LW Ue LEVERAGE TIPPING Ih FAVUR OF The <EST GERMAUS,
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“@D) EAST=aEST TRADE SEEMS TO EnJCY RROAL POLITICAL ®
. SUPPORT In THE FPG ALTHOUGH KEIUGES THOUGHT THAT
~ A CLU OR COU/FOP COALITION woULL =F MORE FURTHCOMING
. @O THE CRECIT ISSUE,

, DBROUMFIELD WENTIUWED THAT THE WwEST nbkr™u8 PRACTICE
T@A HIGHLY VIFFERENTIATED POLICY BETwri . THE USSP AN
ITS SATELLITES, IT SEEHED THAT THF CLOSER A COLATRY
WwAS TC THE ELBE RIVER, ThHE WMOKEL PRONUUNCED TrE
 @PIFFERENTIATION THE BRITISH SUPPORT THE DIFFERESTIAL
T OUAPPRUACH AnG GEATLY SARKED US TO PRNCEEDR CAUTILULSLY
 Of CREDIT RESTRICTICH LEST #& ORIVF THE EAST EUROPEANS
T@INTU RUSSIAN ARVS, 1 , ,
o JIN SUMMARY, BRIOGES SAID THAT DUE Tn INTERNAL POLITICAL
~ UNCERTAINTY, THE ECONOCMIC SITUATION, AND A LONG HISTORY
@OF GERMAN/RUSSIAN (STRETCHING WELL nVER 100 YEARS)
JRADE TIES, IT WILL BE DIFFICULT Tp GET THE GERMANS
.~ YO RESTRICT CREDITS. BUT HE SAID TWAT IT COULD

34

~@PE ACCOMPLISHED, THE BRITISH OFFERfFD TO HELP,

%

]

p i

7. A8 A GEMNERML PRCPUGSITION, BRIUGFE AGREEL THAT THE WEST
3is«MS SLIPPING INTO A REVERSE LEVERAGF SITUATION VISwA=
— YIS EASTERN EUROPE. THE EAST'S Hiughk DEBT #AS
“ INFLUEWCING THE ACTIONS OF THE LEbnTG nATIUHS (FRG).
‘*"CLEARLY, SOMETHING HAD Tu BE DOLE apulUT THIS,
.,  BRIDGES THCUGHT THAT wORE STUDIES arE MFEDED To SHOW
* A CLEAR TIE BET#EEL RESTRICTING CRENITS A« THE MILITARY
M"BUILvUP BEFGRE A LCﬁGHTEhM PULICY TS FGhHuLﬁTEQ,
—VHE CAUTIONED US TO PURSUE A LOMG Tegs® PCLICY AHD
NOT A SHORT TERK OME SINCE wEOULD FYPEwD 4 LAKGE
‘AinUiuT UF PCLITICAL CAPITAL FOF wAugHT. CUKLEY
s MERTIONED THAT THE STUDIES CCULD SFT THE FRARMESURK
T FOR & RESTRICTED CREDIT POLICY THAT CCULD HELP Id
50.PERSUA':'.‘:If‘uG THE GERANS TO COnWFORM, THE GERMANS "LIKED
- ;GNCRETE" LINKAGES, THERKE »AS GENFRal AGREEMENRT THAT
o7 POLAND ARG RUMANTA WERE ROT THE Onpy COUNTRIES In
‘“‘ECONUMIC SUAGMIRE, BULGARIA, mUMGARY, AL CZECHOSLOVAKIA
WERE »nOT FAR BEMIND., ERIDGES YEYMTrepdEp THAT THEIR
ANALYSIS ShU®ED THAT SOHE "HARD DECTSIQRS"™ O DEFAULT
M"IN POLAND MAY WAVE TO BE MADE #ITH7Tw FIVE “EEKS, LELAND,
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~  NUTED, HUREVEK, THAT THE 8IS BAWKS r0uLD fA“DLE EITHER

. @A DE FACTOR OR OE JURE POLISH DEFA T CR EVEN A

— TPOLISH/ROMARIAN DEFAULT. BFIDGES nnTED T~AT THE POLISH

O 8SITUATION HAD DISPROVED THE UMBRELL 4 THEORY nHICH HOLDS

— @THAT THE USSK +0OULD CUVER THE DERTs UF ITS SATELLITES,

o IF NEEDED, OUKING DEFAULT PROCEEDTHGS, CARE SHOULD BE

—  TAKEN AS ISOLATE EASTER: EURUPE FRow THE USSR, LELAND

L @PUINTED SUT THAT YOU CAR'T SEPARATF Trev ECONOMICALLY

T UBUT THAT POLITICAL DECISIGMS COULD 1 I¥IT THE DAVAGE

, (PRUVIDING LDA®S TU EASTERN EURKCPE whILE RESTRICTING

T @CRECITS TU THE USSR). Iw &iDITIOw, TrE PROBLENS FACING

. VARIOUS CUUNTRIES I EASTERL EUROPF ARE DIFFERENT IN

™ CHARACTER, THE HURGAKIAL AND SUVIFT PROBLERS STE.

, @FROV SHORT TERM LIQUIDITY PROBLEMS. o0TH CUJNTRIES

— WIMPORTED MURE THAn ONIGINALLY PLANFU ¢ ITHOUT EVOUGH

. HARD CURRERCY EARRIAGS TO COVER THFw. THE AUl GARIAN

”’l.PRUbLEM IS COMPOUNDED BY THE USSR v IT#DRASING HAKRD

_PCURRENCY ABSETS FROM rUAGARIAw Badks CaUSI™G LISUIDITY

—  PROBLE"S. =ITH & BETTER HARVEST wFyT YEAR AWD

L @ADCITIONAL GOLG SALES BY THE USSR, rOFLEY FELT THAT BOTH

— VCOUNTRIES ECONGMIC PROBLEMS COULD aF SOLVED. /8 IKLE

. DISPUTED TRIS AY WOTING TAAT STRUCTI REAL PROBLENS WITHIW

“@THE USSR PRUDUCTIVITY FLAT, GRCWTH *EaR ZERG, DECLINING

, HARD CURRENCY EaRNI.GS, ETC.) FrERaIL LONs TERY

~  ECOnNOMIC PRUBLE™S, I77 ADDITIGM TO sTHUCTURAL

L@PROBLENS  In EASTER: EUROPE, THERE FXISTS A (4JOR UMKNOWN:

U THE ARABS. VARIDUS OIL~PICH ARAB rrUNTRIES AAVE

, DEPUSITED KARD CURFENCY IN EAST EUrcPLAl BANKS. IF THEY

@UITHORER ALL OR PAKT OF THOSE FunDs I THE wEAR FUTURE,

. SEVERE LIGUIUITY PROBLEMS wOULD KESILT wIThm THE

= POSSIZILITY OF #aSSIVE DEFAULTS. ReILEY SUBGESTED

@CONSULTATICRS wITh THE ARABS, £UT THE BRITISH SAID THAT
THE COMSULTATIONS THEMSELVES COULD sPUDK THE ARARS AND

TRIGGEK WITWORAWAL,

54

%

H"THE BRITISK INFORSEC THE US DELEGATTU! THAT THEY ARE MOT
P EXTENUING AnY CREDIT hiw TC RUNAVIA AMD POLALD, THIS
@SITUATION IS UsLIKELY Tu CHARGE Iit THE WE&F FUTURE.

NO CREDIT %Us FLUYS TU THE USSF WITWUUT COVER (4

3%
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”i‘.SIMILAR SITUATIOH EXISTS Ik THE FReYs; THE COVER PROVIDED
%18 ALL UFFICIAL. LLOYD'S AND OTHER PRIVATE INSURANCE ,
“ COMPANIES AKRE #0 LOWGER PROVIDING pnLITICAL RISK INSURANCE.
L @PURING THE CREDIT 0ISCUSSION, BRIUGES ASKEL 'HAT WERE

S .8. LONG TER¥ GOALS FROM THIS EXERCISE Tu RESTRICT

., CREGITS TG THE LSSK, U/S BUCKLEY awB+EREDR 3Y SAYING
“@THAT WE nERE NOT TRYING TGO AFFECT snVIET POLICY.

. AE AENRE SIMPLY TRYING TO FORCE THRADE #ITH

~ HE SUVIETS Ty EXIST Ui PURE COMMERCTAL TERMS RATHER

@7HAN GOVERMMENT SUBSIDIZED OR GUARANTEED 2ASIS.

THIS GUVERBMENT IGTERVERTION Iw CRFpITS 18 HELPING THE ‘
., BUILDUP OF THE SOVIET WILITARY WACWTWE. THE SOVIETS '
— @SHOULD BEAR THE COST OF THIS BUILDup BY THEMSELVYES
. AND NOT AITk NATD OR JAPACESE ASSISTACE. U/S IKLE
- THEN ADDEL THAT IF LEFT UNABATEL, waTC wOULL ~uUT BE

BLE TO MATCH SOVIET BUILOUP FCR TwF ~EXT TEn TO THERTY
YEARS THERERY THREATEHING ITS VERY FXISTENCE. ©RITISH
, REACTION TO THIS CO¥MENT wAS GENERAILY PUSITIVE 8UT
 @CERTAINLY LOw KEY, THE THRUST OF ThE ERITISH CUMMENTS
. WERE THAT RESTRICTING CREDITS wlULp “UT ALTER THE SOVIETY
= BUILUUP EXCEPT PERHAPS (1 THE MARGTw, U/S OLMER NOTED
. @THAT EVEn THIS ~pS wORTH PURSULIG FQPECTALLY wHEN THE
FW11.8. AND OTHER COUNTRIES ARE TAXIwe THEIR CITIZE!'S

TO INCREASE DEFENSE PREPAREDNESS, _THe BRITISH STRESSED
.THAT ADDITICHNAL STUDIES OF ThE SOVIfFT gconiic
CUVULNERABILITIES ARE NECESSARY A#D prkrAPS THE
£ AASHINGTON CUNFERE®CE Gn CREDITS Coili RE USED TO DISCUSS
«@SCVIET ECONGMIC PROELENS,

0

12

“

-
2
N

.~ B. TOWARDS THE EiD OF THE LUNCHEDN BISCUSSION, THE
**"BRI-TISH REINFORCED THEIR POSITICGN on DIFFERENTIATION,

" THEY STRESSED THAT THE wEST SHOULD rREATE CUNDITIUNS THAT
HS ALLOA THE SCVIET BLUC CCURTRIES TO rVOLVE POLITICALLY
Sé.wma LOOSEN THEIR TIES TO THE USSR, _ihILE THIS GOAL

=S WATLL CERTAINLY SE DIFFICULT TCO ATTati AnD wILL TAKE

A LONG TIME, IT IS wORTH PURSUING, PRESENTLY THE SOVIETS
RE FORCEG TO waINTAIN A HIGHER STapuaARD COF LIVING AND

., CALLOw CERTALny POLITICAL Aiw ECOnOMYE LIRERTIES I

% EASTERN EURGPE THAT THEY DU NOT aLinyv I4 THE USSR,

”"AS Ay EXAMPLE, SKIDGES CITED THE HunGARTANS, THE

W ONGMIC STRUCTURE AdD STANDARD COF 1 IVIwG 3TAHNDARDS

RER

5. SECRET
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w
“@IN HUNGAKY ¢PPRUACH THOSE OF SUME wr3TERN COUNTRIES.

IT HAS TAKEM TI+e TO EVOLVE TO THI8 POINT AND THE KEST
" SHOULD TAKE POLITICAL CECISIONS TO SUPPORT THIS EVEN,
,@TU THE POINT OF PROVIDING CRELITS wgEil EXPECTATIONS RE=
S UBAYMENTS AKE LQw, THE U.5, DELEGATTON T PRINCIPLE, _
 AGREED #ITF THIS APPROACH. U/S IKLE POIYTEC OUT, HOWEVER,
E@THAT THE SOVIETS ALLO% ONLY A CExTayy ap0UNT OF DEVIATIONS
WoRoM THEIK PICTURE OF COMMULISM} 1083, 1956, 1965 AND
#1981 PRUVE THIS. BRIDGES NOTED HOweVER, THAT THESE

S EXDIS

" @UEFENSES OF THE SOVIET ENPIRE HAVE n0T STUPPED POLITICAL
 WAND ECONUMIC EVOLUTIOH A'L THEY EXPFCT APDITIOMAL CHANGES
S In THE SOVIET BLOC. U/S OLMER AOTER THAT TO PURSUE

. DIFFERENTIAL PCLICY, IT IS 0LOUBLY_I¥PORTART TO RESTRICT ®

(| GREDITS T THE USSR ITSELF, THIS 4rPr0ACH nUULD PROVIDE L
! YHE POLITICAL CLIVATE TU PROVIDE ASSISTALCE TU EASTERN

~@EURDPE, CTHERWISE, POLITICAL FORCES #ITHIn THE U.8, | P
CWLGULD FORCE 4 TOTAL CUTOFF OF CREDTTS To THE SOVIET BLOC.

®  THE BRITISK AGREEL THAT A& TOTAL CUTrFF wOULD BE COUNTER=

.~ @PROUUCTIVE, °
9. THE LUNCHEOQW PROVIDED A USEFUL FORUM FOF A FRAIK

“@AND CANDID EXCHANGE OF VIE#S BETWEEN LoNG TIYE ALLIES, ®
W SENSED TreT CUR MESSAGE wAS CLEARIY UNDERSTOUD

ML BY THE BRITISH AWD wILL CONVEY IT Tn THE FRENCH AND

“.GERMMS, TGDMA °
., END OF MESSAGE SECRET "'
@
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